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1 10. Nevertheless, w the extent thar the prospect of future entry into the interexchange market
serves as an incentive for BOCs to comply with the provisions of the Act opening up markets to
Jocal competition, granting 271 spplications effectively eliminates that incentive. Premature eowry

into the Jong-distance market would therefore barm both local and Jong-distance competition.

PR QU W NPT T X APV ST Lo T L0
T T TR T A

| At Jeast equally important, the pre-eatry conditions of section 271 ensure that BOCs will
1 not be permitted to provide long distance service while méu current incenrtve and abillty ©
1“ o ‘dlscrin-ﬁnate against their loi:a-dlstame competitors remain intact. After all, BOC entry under
section 271 serves the public imerest only insofar as it promotes even more long-distance competi-
tion, not if it undermines the substantial competition that already exists. As Senutor Dorgan, a
member of the Senate Cammerce Committee, explained, “The fact {s that ths long distance market
is a truly competitive market. We risk damaging that competitive market if the RBOCs are
permitted to cmter the long distance market prematurely.” 141 Cong. Rec. S8464 (June 15,

ol 199s),

The structure of the Act demonstrates that actual, effective competition in local markets,
] ) not the mere potential for wmpeﬁﬁog must be present before an in-region long distance sppli-
I ; cation can be granted. Congress clearly believed that it was not possible to let the BOCs enter
! the interexchange market now without harming the public interest. Under current competitive and
_ regulatory conditions, the control exercised by the Bell operating companies over bottleneck Jocal
l telephone facilities gives them the abifty to frustrats competition if they were allowed to provide
I Iimerexchmgo services today. That is why the pre-conditions for in-region entry in section 271
exist lnnd prohibit the BOCs from currasitly providing interexchange sexvices directly or through
an affiliate. If Congress had intended to Open all markets to the BOCs immmediately, it would have
4
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suthorized immediate entry into in-region as well as out-of-region long-distance services.
f:";' : Although delay of in-region entry until Ameritech fully implements the competitive

N R

'
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checklist is intended to give it an incentive to cooperate with would-be local competitors, entry

is not mutomatic when this condition is satisfled. Ameritech’s cooperation is a necessary but not
sufficient condition. Full implementation of the competitive checklist will facilitate the

development of local competition, but it does not guarantee that it will take root, much less
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flourish overnight. Given the enormous sdvantages of Jong-time incumbency mnd the tremendous

obstacles facing competidve LECs (CLECs), interconnection, access, and resale consistent with

the requirements of sections 251 and 271 wiil not by themselves ensure that local competition will

be achicved in Michig‘nn and that Ameritech’s local monopolies wili be broken. Congress
therefore included g facilities-based o;mpeﬁtion test in section 271(¢)(1)(A) and a public interest
test in section 271(d)((3)(C) that must be given meaning.

The overall design of sections 271 and 272 make clear that regulation is not, and mey not
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be treatad a9, & substitute for effective competition in preventing borrlensck abuse. Tf Congress
had concluded that regulaton by itself could ensure that BOCs like would treat unaffiliated inter-
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exchange carriers fairly and cooperativaly while their bottleneck power remains undfminished,
it would have allowed them to provide interexchange service simply subject to the non-
discrimination and complementary structura)] safeguards of section 272. Regulatory safeguards
can play # significant role in controlling and remedying abuse of any residual bottieneck power

the BOCs may have after they sater the intercxchange market, and regulators can and should

enforce them sggressively. But Congress understood that the BOCs can sbuse their local

monopoly power o discriminste against competitors and. to cross-subsidize their competitive
&
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i services in ways that regulators cannot effectively control. The only tnuly effective check on

4 " socompetitive BOC conduct s ocal competiton, A# » esult, BOC enzy f berred usloas and

'.’.;:_i i watil the Commission finds not anly that 8 BOC will comply with section 272, but also that sigaifi-

P n cant competitive changes in local markets bave occurred. ' i
_\ | Form:nmsom.mAamnndMa:equmofmhtphumm: fizgs cffective local |
3;:’ o competition; then BOC entry into lang distance. Ouc of the principal proponemnts of the Senate

107 and conference bills satec:

o The basic thruse of the bill is clear: competition is the bes rogulstor of the

P marketplace. Until that competition exists, monopoly providers of services must

5K not be able to exploit thefr monopoly power to the consumer's disadvantage. . . .

i Telecommunicetions services should be dercgulated after, not before, markets
hecar ppstitive.

I} 142 Cong. Rec., $688 (daily ed. Feb. 1, 1996) (statement of Sen. Hollings) (emphasis added); asp
’1 ' 142 Cong. Rec. 8657 (Feb. 1, 1996) (statement of Sepator Kerrey) (only the conference bill “had
g suffleient provisions to ensure that the local telephone market was open to campetitors before the

RBOCs entered long distance™). Members of the House of Representatives shared the sams jntent

% ; . and understanding. E.g., 142 Cong. Rec. E204 (Feb. 23, 1996) (statement of Rep. Forbes)
".'r': ‘ (*[Bjefore any regional Bell company enters the long-distance market, there must be competition
W' inltslocal market. That is what fair competidon s all sbout.”); 141 Cong. Rec. H8458 (Aug.
t 4, 1995) (statement of Rep. Bunning) ("W sbould not allow the regional Bells tnio the long
" distance market until there is el competition in the local business and residential markets.”)
(emphasis 1dded).

‘ These two purposes — encouragement of jocal competition, and protaction of long-distance
] , competition —~ reinforce each other, producing oue ineseapable conclugion: the BOCs mnast not
i : (]
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be allowed into the inter] ATA market untl] local competition has developed sufficizatly to ensure
that wuhdr:wal of the BOCs’ single incentive to cooperate will not kill nascent competition and
' that the local marketplace acts ss & meaningful check on the 1'30Cs' bottleneck power. Properly
.implememd. the Act will realize the best of all worlds in telecommmmjcations: rigorous competi-
tion in local and leng distance markets. Conversely, precipitous spproval of 271 applications
would ensure the worst of all worlds: continued monopolization of the lucal markets combined
with the destruetion of existing long distance competition.
THE COMPETITIVE CHECELIST
| In function and basic application, paragraph (c)X2) of Section 271 is clear. It requires the
FCC to determine whether Ameritech’s qualifying agreements under Track A satisfy all of the
elements of the 14-point competitive checklist. It is not enough that interconnection and access
arc available from the Ameritech in theory, They must be practically avallable in adequate
quanttes, and through antomnated gystems that permit efficient ordering, installation, and billing.
Section 271(¢)(2)(B) requires that access and interconnection be "gencrally offered,” and section
271(dX3XA)X) requires that the checklist be *fully implemented.” Unless a facilltieg-baged
cornpetitor can actually purchase what it aeeds, this requirement of full implementation is not met.
If & competitor’s order is mat with an Ameritech claim of inadequate capacity or inadequate
systems 10 process the order, Ameritech has not generally offered access or interconnecton, and
has not fully implemented he chevklisi. As the Conference Commitee statcd, competing

" facilities-based carriers must be "operational.” H.R. Rep. No. 4SR, 104th Cong., 24 Sess. 148

(1996).
In order to have “fully implementsd” the competitive checklist, Seetion 271(d)BNAXD)
7
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1l requires that there be something more than simply an agreament. Before this Commission can
( cextify that the competitive checklist has been fully implemented, this Commission must conclude
that the gystams necessary to make effective use of these items are fully operational. For example,
“'g _ it Is not sufficient that an jnterconnection agreemeant is in place that provides recwiring rates for
unbundled loops. Ameritach must demonstrate that it has systems in plece under which purchasers
| ofthese unbundlad loope could effecrivaly and cfficiently order those loops. Ameritech Michigan
h g L must dernonstrate that it is able to provision the loopa in s timely manner and in quantitics sufficient
o 10 sustain competition. In addition, effective and efficient billing machéni:m must be in place.
] :.i{'v - Lastly, of course, the quality of such provisioning must be et least equal o that which Ameritech
Michigan provides itself. In sum, Ameritech Michigan must demonstrate and this Commaission must
conciude et t;:o provimc’:m of the checklist ere operational in practice, and not merely in the testing

3
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atage, Or worse yet, non-existent.

Based on Ameritech Michigan's filling in this proceeding, it is clear that its vpcmtion support
‘ sytstems are pat fully tested and operational in the markatplace. Although Ameritech Michigan
'1 claims that it bas performad {nternal tasting of its opemation support systems, this is not enough. The
] : ~ only way 10 evaluste these systems is through use in the marketplace, not through testing by
Ameritsch Michigan, Moreover, the one area where it appears that its operations support systems
. have been tested, L.g,, the ardering for resale, it appears that the testing has been fraught with errors.?

'f’-» L Thmhasbeenmlim.ifmywﬁngormeofrhoopmuoﬁsmppmsymmrordaing
- unbundled network elements. Attached to this Response as Attachment A is the testimony of Mr.

e ¢  See Rogers Tesdmony fhom mi:»u Comamerce Commission Docket No. 96-0404,
Ameritech Illinois Exh. 9.0 (included in Ameritech Michigan’s submission in this proceeding).
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Jake Jennings of the lllinois Commerce Commission Staff who discusses the deficiencies in the
cvidence Ameritech has presented on this very issue in [llinois, Ameritech Michigan has offered the
same evidence in this procoeding, Thus, the bottom line is that Ameritech Michigan has simply not
demonstrated that these systems, which are absolutaly critical 10 the development of effective
eompetition, are fully tested and operatiopal In the marketplace in Michigan. For this reason alone,
Ameritech Michigan cannot be found to have implemented that cowupetitive chocklist. As will be

discussed firther below, however, Ameritsch Michigan fails to satisfy the competitive checkliat in

other important respects.
Responses to Attachment B
1, Interqnnn?cﬁon
b: ‘ Wﬁat is the pricing methodology used for such interconnection?
MCIRESPONEE .

Ameritech Michigan statas in its submission to the Commission that the methodology uscd
for pricing interconnection services in the AT&T Agresmant (on an interim basis) was “approved”in
the Comumission’s November 26, 1996 arder in Case Nos. U-11151 aad U-11152. As the

Commission well knows, however, it approved only interim rates, subject o the establishment of

~ final rates in & follow-up proceeding. Moreover, the Commission in its order adopting these interim
~ mates concludad that the underlying cost studies still cantained flaws.* Thus, the Commission camnot

reach any other conclusion but that the interim rutes do not meet the pricing standard in Section

¢ Case Nos, U-11155, 11156, Order dated Decamber 12, 1996, p. 7.
)
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252(dX1) of the Act and the FCC’s rules.’

The discussion that Sollows will address & umber of flaws in the studies which MCI has
been able to identfly based on an inital analysis. MCI will be analyzing Ameritech’s studies finther
and providing additional comments to the FCC in its response to Ameritach Michigan’s Section 271

application.

1. Ameritech Michigan's “allocation” of joint and common costs is not
based on forward-looking methodologies, but is essentially a fully
distributed methodology.
_ In determining its reported shared and common costs, Ameritech Michigan did not attempt
A4 i to evaluate the forward-looking, economic shared and common costs. Rather, Ameritech Michigan
started with a projection of its historic cost structure and operations and followed procedures that

Ea sppesr purpossfully designed to allow for maximum recovery of these historic costs. The proper

} question to have esked is: What would the joint and eommon costs be for an optimally efficient
% | wholesalc firm using ieast cost technologies and processes? Indeed, in testimony filed in Wisconsin,
' ' . Ameritech’s witness on shared, joint and cormmon costs, Mr. Broadburst, acknowledged that such
‘ . an evaluation was not even sitempted. Mr, Broadhurst iestiﬁed: “We did not perform an

independent evaluation of the efficiency of Ameritsch’s operations, nor do I believe that such 2
cvaluation was expacted by the FCC based on my reading of the FCC .Ordet.” In other words, Mr.
oo Broedhurst admits that Ameritech Michigan’s shared, joint and common costs wers never examined
¥ ' 10 ges if they were least cost, and consistent with proper economic ¢osting principles. Thus,

(':l.‘l! ) ? Althoulh the FPCC's pﬂdﬂ‘ rules have besn lﬂ)"d b}' the Eishﬂ; Cireuit, MCI still
1 ~ believes that these rules are based or sound economic prineiples and fully consistent with the
fi- 7 requirements of the Act.
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] " Ameritech Michigan's entire premise for evalusting its allsged forwmrd.looking, shaved apd eommon
4" " costs Is fundamentally flawed in that it does not even attempt to determine what ase the most
. efficient, least cost operations.

Becauss ths allocation of shared, joint and common costs affect all of Ameritech’s cost
studies, thegs studies, at least in this regard, are more like 8 hybrid of traditional fully distributed
i (ermbedded) cost studies and TELRIC studies. The end result are costs that not economic costs.
2. Ameritech Michigan's cost studies ignore the FCC's directive that
1 joint and common costs associated with retail operations may not be
3 included in the TELRICs for unbundled elements.

The FOC's First Report and Order at Paragraph 682 found that:

f under a TELRIC methodology, incumbent LECs’ prices for interconnection and

: wabundled network slaments shell recover the forward-looking costs directly
B attributable to the specific element, as well as a reasonable allocation of forward
1. locking common costs.
| The FCC then went on to note in Paragraph 691 of its Order that,

retailing costs, such as marketing or consumer billing costs associated with retail
serviczs, are not attribntable to the production of network elements that are offered
to interconnecting carriers and must nor be included in the forward-looking direct
cost of an element. (Emphasis added.)

i ~ In these two paragraphs, and elsewhere in its First Report and Order, the FCC clearly

o m— ey g g g et g — e
ORI E TS . -

s,
LETTTTST ol =
ST L byt e T e R

establishes & paradigm in which costs are to be determined separately for the incumbent L ECs’
wholesale operations (which supply unbundled clements and intercommection services to CLECs and

its own retail operations) and the incumbent LECs’ retail operations (which compete for end users
o N with the CLECs). Furthermore, the FCC found that the “relcvant costs do no? include billing,

. marketing, and other costs attributable to the provision of retail service.” (Emphasis sdded.) (Firat

CE Report and Oxder, 1 694) Most importantly, the FCC found that the costs attributable to the provision

|' RamTX : 5{7 334 3712 01-13-97 04:27PM  P024 k42
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of retai] service — which should ba excluded from the TELRICs of unbundied elements and
interconnection services — are those costs identified in the resale context as “avoided costs.” This
meens that the FCC'’s avoided cast methodology can be used to identify which costs should not be
included in the joint and common costs of an efficient operation.

Basad on MCl's review of Ameritech’s cost studies, it appears that Ameritach Michigan may

be alfocating costs to its unbundled network elements and interconnection services that should
g instead be borne by its vetai! division. In proceedings before this Commiseion, inciuding arbitration
{ » mroceedings, Ameritech proposed discounts for various ratail services that were in the single digits
| J : oo, low double digits. These proposed discounts, of course, were substantially below the discounts
' ult!:;amly adopted for Ameritech in Michigan and elsewhere. The point, however, is that by
proposing such lo;v discounts for its retail operations — which discounts were rejected — it s
apperent that Ameritech Michigan has under-assigned certain costs to its own retail division. And

under Ameritech Michigan’s methodology, there would be a corresponding over-assignment of costs

to Ameritech’s wholesale division, to be recovered by unbuodied network clementrs and

, interconmection services through greater mark-ups for shared, joint and commoan costs.

; . In order to understand fully how the identification of avoided xezaii expenses in other
iy | Ameritech states affocts the allocation of shared, joint and common costs in Michigan, it is importart
1. to understund how Ameritech Michigan allocates these costsin its costs studies. Firs, the study
' | starts by identifying the shared, joint and common costs for four organizations: 1) Ameritech
1 ~ Information Industry Services; 2) Network Services; 3) Centralized Service; and 4) Carporate

T Headquarters. Tha sharad, joint and common eosts for these organizations are initially identifled -
not an & state specific basis -~ but as the totals for the five-state region. It is only in a subsaquent
12
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analysis that Ameritech Michigan allocates relative proportions of these costs to individual states.

Second, Ameritach Michigan’s study eliminates all costs sssociated with retail- sctivities,

with_the remainder of these shared, joint and common costs considered to be associated with
Ameritech's wholesale division. Thus, if the study fiils to propezly identify the costs associated with
retail activities, which clearly Ameritech's avoided cost studies have dons, then the total pool of
remaining shared, joint and common costs to be allocated to unbundled netwotk clements and
interconnection services are larger than they should be. In simple terms, to the extent Ameritech
Michigan underestimated the expenses that are properly assigned 10 its retail division, which clearly
{s the case since Ameritach’s proposed retail discounts in Michigan and elsewhere have been
rejected, itis overestimating the “shared and commen™ costs that are allocatad to tmbundled network
tlements and mtemonnzcnan
3, Ameritech Michigan’s study epplies & greater mark-up, on a percentage basis

for ghered, joint and common costs to unbundled loops in higher density
20008,

It appears that Ameritech Michigan's study applies the sgame dollar eznount mark-up.to.2ll...... ... ..

unbundled loops. Expressed as a percentage of underlying TELRIC, however, this same dollar
amount translates into different percentages, since underlying TELRIC costs vary by density zone.
Thus, Ameritech Michigan assigns 2 greater percentage of joint and common costs to loops in higher
density areas than in lower density areas. These disparate mark-ups is inconsistent with the FCC’s
First Report and Order and with sound public policy.

The FCC expressad a clear concern about allocations of shared, joint and common costs that

would disproperticnately burden network elements that new entrants need to compete against the

" jnoumbent LECs. The FCC sated:

13
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. ‘!L o We conclude that forward-looking common costs sball be allocated among elements

I SR and services in a reasonable manner, consistent with the pro-competitive gosls of the

R 1996 Act. One reasonable allocation method would be to allocate common costs

W using 2 fixed allocator, such as 2 percentage markup over the directly attributable

I forward-looking costs. (FCC First Report and Order, 1696) (Emphasis added.)

4" The FCC's directives here are clear. Any allocation of shared, joint and common costs ehall be

i reasonable and consistent with the promotion of competition. The FCC also recommends a fixed
allocator, such as a fixed percentage mark-up over directly attributable costs, Ameritech’s cost
allocations violste #ll of these directives. Moreover, because competition in the near werm will likely

1 come first ta the high density areas in Michigan. allocating & greater percentage of joint and esmmon
costs 1o the loops in thesa araxs i anticompetitive,

i & Ameritech Michigan's Non-Recurring Chargos are not least-cost and do not
a8 reflect the forward-looking tcchnologies. In addition, the propused non-
q: recurring charges are based on inappropriate averaging of very diffarent types
4. of costs.

Ameritech's cost stadies for these nonrecurring charges are fundamentally flawed in three

§ . rospeon

X 1. The studies appear to be based lergely on meanual processes for taking service

‘P . orders on a line-by-line basis and fail to reflect that service oxdering in a

HL | i " wholestle eavironment can be accomplished by means of automated

1t - proceszes. Indeed, there is ample evidenss that the costs of taking service

4 S orders can be brought down substantially if the process were 1o be automsted;——————— - --
;” 2. The studies inappropriately average servicc ordering charges for unbundled

] o loops with service ordering for a veriety of other services. The service

.. ordering charges, therefors, are not specific 1o unbundled loops; and

Lo "
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? ‘ 3. The studies include costs for ftarns eush a8 “machines,” “coordination” and

] running jumpers that appear 10 be either excessive or duplicate other charges.

J The TELRIC methodology requires that ail costs for unbundled network elements and
} .' ' | interconnection services ba determined based on least-cost, forward-looking technologies. Because
1 wervice ordering processes are part of offerng unbundled network elements, the same cost snderds
'J . should apply. Conversely, any costs studies, such as Ameritech Michigan's, that assume extensive
: :; \ manual processes and taking service orders on an order-by-order basis, therefore, are inconsisternt
with an appropriate TEL.RIC methodology, and should be rejected. For example, Ameritech
" 4 o ~ Michigan’s cost studies indicate that the costs for service ordering are substantially labor related.
3‘ K . Clearly then, this estimata {s based on manual process where operators actually type in the service
order, and thus is not reflective of the costs likely to be incurred in a truly forward-looking
f . environment, i ,

‘-l | Second, and equally important, Ameritech Michigan has inappropriately averuged its service
‘, ordering costs for unbundled loops with service ordering charges for other services and therehy
J dramatically increased the reported “costs” of service ardering. For example, the servica ordering
1 charge that Ameritech proposes is based on an average service ordering charge for 8 number of

1 services: loops; ports; SPNP Direct; SPNP Remote; and Additional Paths. Because the service
‘ g | .ordering costs for some of the other services are substantially higher than the reported service
ordering costs for unbundled loops, for example, the average service ordering chargs for the
aforementioned services, inchuding unbuadied lvops, is considerably higher than Ameritech
* Michignn's reported costs for ordering loops.
This type of sveraging violates every principle of TSLRIC and TELRIC costing: if new

18
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' entrants order unbundled loops but no SPNP or some other service, then they should not incur

éhug& for costs they do not cause. Furthermore, it is unnecessary to average costs if one already

has taken the step of calculating the costs on o scrviee-by-sewice basis in the first place.

Other elsments that comprise Ameritech Michigan’s reported TELRICs for non-reeurring
charges are similerly flawed. Ameritech reports costs for “machines” (in the service order charge
for unbundled loope) and for “voordipation” (in the kinc connection charge) that appear substantially
inflated. Also, other reported costs, such as costs for “running a jumper” sppear to duplicate costs
that Ameritech is attempting to recover ¢lsewhere (in this case in the reported reewrring “cross-
connsct” charge.

'I:lte exaraple above sre but & few of the many flaws thet pexmeate the cost studies underlying
the w.ea' for interconnection and unbundled elements that wers incorporated into the AT&T
Agresment. The Commission clearly recognized this when it found that the studies are “flawed.”
Accordingly, the Commission cannot find, as it is required to do in order to certify complianes with
the competitive checklist, that the prices for interconnection (or unbundled network elements) are
consistent with the pricing standard contained in Section 251(d)(2) of the Act. The Commission
therefore must reject Ameritech M!chigt.ln’s assertion that its prices satisfy the competitive checklist.

1, Nondiscriminatory access to network elements.

a. ° What slements ore offored by Ameritech Michigan or any of its affiliates
opersting in Michigan?

Both Congress and the FCC explicitly recognized the importance of nondiscriminatory

aceess to disectory assistance and operator services functionalltles. Section 271(c)Z)(B)(vii) of the

16
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[ Act requires Ameritech (and other Bell Operating Companies), as & condition for entering the in-
b region long distance market, to provide:

: | Nondiscriminatory accessto . . . ,

g (ii) Directory assistance services to aliow the other carrier’s

L , customers 10 obtain numbers; and

i (iif) operator call completion services.

Today, Ameritech Michigan has not unbundled its operutor services and directory assistance
(OS/DA) from its total resale offering such that & reseller could route its OS/DA traffic to itself, &
third party provider, or Ameritech Michigan. Moreover, Ameritech Michigan hag not demonstrated

] "~:‘ that doing 80 is not technically feasible,

! , The FCC concluded at parmgraph 101 of its Second Report and Order that “the term

’%x . | ‘nondiscriminatory access’ means that a LEC that provides talephone numbers, operaior services,

: t directory assistance, and/or directory listings (‘T!mVi.dlnz LEC™) must permit competing providers

1 | 10 have access 10 those services that is at least equal in quality to the access that the LEC provides
to itself”

Branding allows CLECS to provids & comparable service to Amorita;h Michigsn under their

own name. Customers naturally expect services 10 be provided, serviced and maintained by their

—— i ——— e = e b,

carrier of choive, regardless of whether the servica is actually provided by another carrier through
a resale arrangement. Customer confusion will be significantly diminished if the customer does not
perceive that resold services are actually provided by another carrier. Custoruers would experience
concern, confusion, and dissatisfaction when placing a directory assistance call or an operator

service call to their providsr of choice if they are greeted with the name of their old telephone
company. Branding is therefore necessary for directory agsistance and operator services.
w7

RIS R . _
oo e es Y T e
!,,‘.,.uu._i:l:_.,:g,_ﬁ.-..d.-a._..mr —-v e L e o

R

1. 2=87x ' ' 817 33¢ 3112 01-13-87 06:27PM PG30 #e2



e T ’
e !

=5 %3
el
s,

St 3

P 5 3y

i e e
P - it I

SR

RITw ey
Soes X

Pt by

Cl-13-57 DB 45py

TTAY MR TOoTaw % : Rk " I
TN ONITERELL LW OIEMT 10 NI O3

-----

JIAN 13 '97 16:46 FR AMERITECH REGULATORY 517 334 3712 TO LAW

The FCC's First Repert end Order specifically found that “brand [dentification is critical to

reseller attempts to compete with Incumbernt LECs and will minimize customer confusion.”™ The

FCC Order also found that when rebranding is not possible, the incumbent LEC should is required

to comply with & reseller’s request that the services be “unbranded.” The FCC specifically

concluded that an incumbent LEC's failure 10 comply with a reseller’s request for brandad or

unbranded gervice is presumptively an unrsasonable restriction on resale. Specifically, the FCC

Order states:

Today, Ameritech Michigan cannot unbundle its operator services and directory assistance
(OS/DA) from its total resale offering such that a reseller could route its OS/DA traffic to itaelf, 2
third party provider, or Ameritoch Michigan. According to plan submitted by Ameritech Ifiinois to
th= lllinois Commerce Commission, Ameritech could not offer s firm dats as to when it wilt be able
© offer resellers branded and unbundled OS/DA. Ameritech estimates that traffic could begin to

Incumbent LECs are advantaged when resetler end usexs are advised
that the service is being provided by the rescller’s primary

competitor, We therefore conclude that where operator, call -

completion, or dircctory aseistance service is part of the service or
service packege an incumbent 1EC offers for resale, fallure by an
incumbent LEC to comply with reselier branding requests
presumptively constitutes an unreasonable restriction an resale. This
presumption may be rebutted by an incumbent LEC proving to the
state commission that it lacks the capability to comply with
unbranding or rebranding requests. We recognizs that an incumbent
LEC may incur costs n complying with a requast for nbranding or
rebranding. Beomise weo do pot have & record on which 10 determipe
the level of fees or wholesale pricing offeets that may reasonably be
assessed to recover these costs, we leave such determination to the
state commisaions.

! FCC Order, Paragraph §74.
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s

‘1' flow in these test switches within 6 months, but this assumes that there are no requirements for
{ " additiona) capacity. Even then, the traffic would flow only in the four test switches and not the
1ot .

i remairing switches in Ameritech’s network.
é E The only conclusion thet can be reached is that today Ameritech does not provide
nondiscriminatory access to unbundled operator services and directory assistance wnd it is rathex
L j . uncenain as 1o when Ameritech will be able to comply with this requirement. MCI believes that
1 rebranding of OS/DA is technically feasible as at jeast ons other BOC - Sowthwestern Bell  bas
' agreed 10 provide nondiscriminatory access to OS/DA. Ameritech Michigan has failed to
} demonstrate that eomplying with this requirement is not technically feasible. Accordingly,
A Ameritech Michigan does not satisfy the requirements of the checklist items set forth in
{ L 2M(E)B)(vi) of the Act

i

e 6. Nondiscriminatory access to network elements (transport),
B - & What elements are offered by Ameritech Michigan or any of Its affilistes
i C operzitng in Michigan?

#f . MCIRESPONSE
A

I+ Ameritech Michigan has taken the position that “common transport” is not an unbundled
i
4"’ - netwark clement. Amsritech Michigan interprets the term “shared transport” as used in the FCC's
, :' | rules to excluds “common transport” which is provided by Ameritech to earriers today. This overly
g ‘ ' restrictive interpratation of “shared transport™

I : Section 51.319 of the FCC's rules requires incurmbent LECS to unbundie interoffice
f : tansmission facilities as follows:

S (d) Interoffics Transmission Fasilities.

S

i3 | 19
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(1) Interoffice transmission facilities are defined as incumbent
LEC tranamission facilities dedicated to & particuler customer or
carrisr, or sharad by mare than ons customer or carrier, that provide
telecommunications between wire centers owned by incumbent LECs
or requesting telecomununications carriers, or between switches
owned by incumbent LEC:s or requesting telacommunications
carrjers.’ ‘

Ameritech Michigan drawx a distinction between “shared” interoffics transmission facilities and
what is generally known in the industry as “comamon™ interoffice transmission fesilities or “common
trunaport.” Common transport is understood in the industry to include interoffice transport that is
used by mare than one carrler ~ including Ameritech Michigan. Shared transport, aceording to

Ameritech Michigan's proposed language, would be a facility dedicated to a group of new enmrants

wh;re collectively the new eatrants pay for 10094 of the dedicated facility. In other words,
Ameritech Michigan is refusing to provide access to mbMM trangport facilities that are shared
by Ameritech Michigan to carry its traffic between wire centers owned by Ameritech Michigan and
new entrants, or bctweenbwim centers owned by Ameritech Michigan. In other words, Ameritech
Michigan is seeking to impose inefficlencies an CLECs.

The Staff of the Illinois Commerce Commission recognized this very point -in testimony
‘recently filed in the Illinois Commission’s invegtigation into Ameritech’s complisnce with the
corpetitive checklist.'® M..Jennhus testified as follows with respect 6 Ameritech Illinols refusal

to provide cammon transport a3 an unbundled network element:

A requirement that carriers must purchase dedicated transpors to provide end w end

® FCC Order, App. B §51.319(d).

©  Supplemeantal Rebuttal Testimony of Jake E. Jennings, Docket No. 96-0404, Jaruary 7,
1997, .

20
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g telecommunications service (i.e., use of the platform - combining ULS [unbundled
go loca) switching], unbundled loops with dedicated transport) will result in inefficient
T wtilization of the network. The inefficient utilization of the network will occur
i because carriers will not find it cost effective to purchase dedicated transport from

- an end office to other end offices, including both adjacent end offices and those
connectad through an Ameritech tandem (i.c., essentially replicating Ameritech's
X iocal transport network). Instead, carriers will purchase ULS and dedicated transport
| , to an Ameritech tandem office a3 mutual compensation traffic for the purpose of
' } ' providing end to end service by recombining unbundied network elemeuts, Under
|

mutual compensation, Ameritech would then be respousible for terminating the
taffic to the called party destination, Tharefore, raffic that normally would be
; directly routed to an adjacent Ameritech end office will now be routed to
A , Ameritech’s tandem and then to the sdiacent end office for completion. This
: unintanded consequence could result in capacity exhaustion of the tandem since calls
that normally would have been directly routad fréem one end office switch to ansther

' end office switch would be routad to the tandem. "'

s : Accordingly, Ameritech does not satisfy the cor&petitive checklist to the extent it does not

i provide CLECs with access to common transport on an unbundled and nondiscriminatory basis.

A

‘] f 8 White Pages Listings:

g -

1 (1) 'What competing provider/entities have requested to intlude their
I customers in the listings of Ameritech Michignn oy any of its afffliates?

B ‘-'I" . '

21" , (2) 'What competing providers/entities have thieir customers listed in the

LR white pages directories of Ameritsch Michigan or any of its afTiliates?

!_.L (3) What provider/entities have chosen not to utilize inclusion of their
o customers in the white pages listings of Ameritech Michigan or any of its
o atfiliatos?
MCIRESPONSE. -
MCT does not believe that Ameritech Michigan bss satisfied its obligations to provide
directory assistance and directory listing under the checklist, Section 251(b)(3) of the Aot or under

the FCC's rules. Ameritech Michigan's offering does not includz 2 basic yellow page listing for the

A TN L TP TOUETI P P
.

" Jermings Testimany, pp. 9-10.
21
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CLEC customers. Ameritech Michigan's offering does not inslude distribution of white page

" directories to the facilities-besed customers of CLECs, or the distribution of yellow pages 1o agy
CLEC customer.

Basic yellow page listings are among the directory listings to whith Ameritech {8 required

to provide nondiscriminatory access pursuant to the “dialing parity” obligations under Section

251(b)(3). For purposes of the statuts, the FCC has defined “directory listing™ to include, at &

minbmum, the term “subscriber list information” as defined in Section 222(£)(3). Thus, “directory
1, listing” must include “any information . . . identifying the listed names of subscribers of a carrier snd
such subscribers’ telephone numbers, addresses, or primary _advert!s!ng classifications,” or any
combination of suc.;z information, that the LEC has had published in a directory format.”'? MCI
" beligves that both basic yellow page listings and white page listings constitite such data, and

Ameritech Michigan's failure 10 provide basic yeilow page listings for customers of new entrants

NS violates its duties under Section 251(b)X3) of the Act and fails to satisfy the competitive checklist,
L
I including Secticn 271(cXa)(B)xii).
A%
M’ . 1L Number Portabiity
;‘E' U
1. 8. Does Amoritech Michigan or sny of its afflliates provide number
i, portability in Michigan?
A
LI b.  If number portability it provided In Mickigan, is it Interim or true
re pumber portability?

T ¢ If number portability is provided In Michigan, is it earrier, goographic,
or service uumber portability or any combination of the three?

2 FCC's Second Report and Order, Docket No. 96-98, § 137, fn. 15 (quoting 47 U.S.C. §
222(1(3)(A), (B)).

22
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d  Ifinterim number portability ls being provided, how are the coats being
! recovered and what Is the pricing methodology?

/S 23
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Ameritech Michigan currently offers Service Provider Number Portability (SPNP) service —
both remote cal! forwarding and direct mward dialing — at rates approved by the Commx'ssx"on onan
Interim bests in the Commission's Deceraber 13, 1996 erder in Case No. U-11155. As discussed

“above, the Commission adopted the rates established by Ameritech’s latest studiss even though if
found those studies to be “flawed” Moreover, and according to Ameritech Michigan’s submission
10 the Comunission, collection of amounts billed for intertm number portability has been deferred
until the Connission egrablishes a methodology for recovering the costs that is competitively neutral
as required under Section 252(¢) of the Act and as defined by the FCC in its Second Report and
Order. The Commission will establish such a cost recovery mechanism in its costing docket at Case
No, U-11124. Thus, today, interim number portability zervices in Michigan are not priced in
accordance with the requ!rements of the Act and the FCC’s Order. Accordingly, Ameritech
Michigan has not fulfilled the requirements of the checklist for this item.

14. Resals

(. Are Amerltech 'M!chipn's and any of its affiliates’ services svaflable in
2 manner consistent with state and federal Jaw?

b. Are there carrently any formal disputes related to the priciag of services
for resale? If so, identify.

¢ Are there currently any formal disputes related to the servicss or the
definition of services avuilsble for resale by Ameritech Michigan or any
of ity affillatas?
MCIRESPONSE
| Ameritech Michigan does not offer for resale promotions of less than 90 days. There {sno
besis under the Act for refusing other ¢arriers the right to purchase such promotions for resale at the

24
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‘ pt‘lnoﬁom] rate. Section 251(¢X4) of the Act, which is spplicable to incumbent LECs, requires that
“any telecommunications service™ must he made available at wholesale rates, At the same time,
Section 251(b) (1), which is imposed on all local exchenge cerriers including incumbent LECs,
prohibits the imposition of “unreasonable, or discriminatory conditions or limitations on, the resale

of its telecommunications services.” There is no basis for restricting the resale of short-term
i promotions to end users at the promotional rate. The AT&T/Ameritech Agreement does not provide
! :. for the resale of short-term promotions. Mareover, Ameritech Michigan has made it clear to MCI

1. during negotdations over interoonnection that it will not allow for the resale of short-term promotions

-unless required to do so by a state commission or the FCC.

Tast., 4.
"y
-

Another restriction on resale imposed by Ameritech Michigan involves telecommunications

v T S

services sold to end user customers via contracts or Individual Case Basis (CB) tariffs. Under the

AT&T/Ameritech Agreement, there are not provisions that would permit CLECs to purchase

B IR T

apanc el
iy

telecommunications services at contract prices minus avoided cost. Indeed, Ameritach Michigan

S

has represented to MCI that it will not offer {ts contracts for resale at any price, let alone the

discounted price.

The FCC concluded in its First Raport and Order that Section 251(cX4) of the Act “makes

‘ ' 1o exception for promotionsl or discounted offerings, including contract and other customer-specific

offerings.” Thus, there is no basis for Ameritech Michigan to refuse to restrict the ability of any
. carrier 10 resell mmudcdom services that are offered to end user customers in contracts or

. customer-specific offerings at the retail rate minus the wholesale discount.

'S First Report and Order, § 948.
' 28
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Accordingly, in at least both of these respects, Ameritech Michigan does not fulfill the o
g "' checklist requirement set forth in Section 271(c)2XBXxiv) of the Act.

i CONCLUSION

MCI therefore tesepectfully requast that the Commission find that Ameritech Michigan has

Fi° 1 notmet and fully implemented the competitive checklist in Section 271(c)2)(E) of the Act.

h o Respectfully submined,

i

e MCI Telecommunications Corporadan .
I |
il !
3 _f‘ .
:‘.}‘ By:

an Campion
o Ch 05 North Michigan Avenue, Ste. 3700
; ‘ ' Chicago, lllinols 60601
e ' TEL: (312) 470-4943

- FAX: (312) 470-4929

"')‘_’-'V 5 Dated: Jenuary 9, 1997
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ICC STAFF EX., 4.02

1 SUPPLEMENTAL REBUTTAL TESTIMONY OF
g JAKE E. JENNINGS
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A
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Ay TRLECOMMUNICATIONS DIVISION
ILLINOIS COMMERCE COMMISSION

R R DOCKET 96-0404
A | AMERITECH ILLINOIS
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ICC STAFF EX. 4.02

Q.  Dlease state your name and business address.
A, My name is Jake E. Jeanings and my business address is 527 E. Capitol Ave,,

Springfield, Ulincis 62794.

Q.  Are you the same Jake E. Jeanings that filed testimony on November 8, 1096 and
November 22, 1996, in this proceading?

A. Yes.

R Q. Whatisthe pnrpote of your supplemental rebural testimony?

10 A. The pu:pose of my supplemental rebuttal testimony is %o respond to the supplememl
11 testimouy of Mr. David H. Gebhardt and Mr. Jossph A. Rogers on behalf of Amexitech.

l 3 12 Specifically, I will l.ddmn‘Amcﬂtu':h’s operatipnal support-systems, unbundled network
s elements, including pricing, unburxiled local switching, and current resale tariff, In addition,
| I have been requested by Staff witness TarKeurst to address an altemnative to defining

"predominantly facilities-based* competitors.

R Opeestica Support Systems

; | 18 Q. On page 3 of Mr. Rogers’ Supplemental Rebuttal Testimony, he states that

11 19 Amritech’s Operation Support Systems (“0SS") must be "operational In the markecplace

3 20 and/or have uadergone sufficlent testing to easure that they will provide competitors with the
21 requisite OSS-relatad capmbilities.® Do you agree with this position?

3
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